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CORCLUSIONS

1. The Sovist objective in East Germeny is the establish-~
ment of o highly industrialized Satellite state which wAll pro-
vide maxinmm economic contributlions to the Secviet military po-
tential and vhich A1l serve as a bage from vhich the drive
far a mnified Commmist Cermany may be carried forvard.

2, Wedomtbenmthatthexremlmmlaurremderor
emimpahiﬁsmememolmrmsbamm.oﬁwto
hamper or to prevent the integration of Weet Germany with the
Wosat, |

3. Morther consclidation of Coommist power, more complete
insorporation of East Germany into the Soviet orbit, amd con~
timued progress in inoreasing industrial production, particn-
larly of heavy imdustry, will probebly be the principal develop-
ments in 2952,

4, East Gemanyml continms to strengthen the Snﬁat
military potential through serving as a chammel for obtaining
critical materials and equipment from the West, through providing
seientific manpower and research facilities, and partiocularly
through increasing the flow of its produsts to the USSR, largely
in thé form of uncompensated deliveries, which are expected to
contimme at the rate of about $2,000,000,000 anmmally.

-2«
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5. The eapabilities of the East Germen Alert Folice, which
now mmber approximtely 52,000 men, will almost certainly remain
limited throughout 1952, The East Germen Air Force will probebly
not progrees beyond the planning stage, ani the capablilities of
the naval foree will remain minor,

6. Control of East Germeny has provided the USSR an advanced
bese for striking westunrd or for parrying an attack upon the
Orbit. Soviet occupation forces include an ostimated 1,100
Sovict-manned aireraft and ground forces mmbering about 304,000
men, organized into 22 divisions, which form 4 mechanized and 2
rifls armies. These foroces constitute the spearhead of the Seviet
military threat to Western Europe and the Scandinavian Peninsula.

DISCUSSION

I. THE SOVIEY OBJECTIVE

7. The Sovict objective in East Germenyd/ is the establish-
ment of a highly industrialised Satellite state which will provide

1/ East Cermany includes the Soviet Zons of Getmany and the
Soviet Ssctor of Berlin, The German Democratie Rspublie
(GDR) does not inelude the Soviet Sector of Berlin.

-3 -
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maximm economle contributions to the Soviet military potential
and which w111 serve as a base from which the drive for a
unified Commmnist Germany may be carried forward, The re-
organization of the politicel and economic structure of East
Germany along Soviet 1dnes and the incorporation of East Ger-
mnyintothe Soviet Orbit are almost certainly regarded by

~the Kremlin, not as substitutes for but rathor as steps toward
the ultimte formation of a unified Commmist Germany under
Sovist control,

8. We do mot believe that the Kremlin will surrender or
even impair its present control over East Germany in order to
hamper or to prevent the integration of West Germany with the
West, As a tactical manoeuvre, the Kremlin might yemove some
of its more overt comtrol meehaniams, but this would not af-

. feot the foundations of Soviet authority,

JI, FROBABIE POLTTICAL DEVELOPMENTS

Currert Situation
9. Soviet control over East Germany is virtually complete

and is assured by instruments and techniquas in:llar to those
described in NIE.33, "Soviet Control of the European Satellites
and Their Economic and Military Comtributions to Soviet Power

through Mid-1953",
-4 -
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10, After the establishment of the GIR in October 1949,
the Soviet Military Administration was succesded by the »smaller
and oo contralized Soviet Control Commissicn, which governs |

" the Soviet Sector of Berlin and maintains goneral supervision

over the East Germsn regime, As Soviet political comtrol of
East Germany became less overt, the Socialist Unity Party (SED)
— uhich is the Commmist Party of East Germeny — soquired all
key positions and became the subservient executor of Soviet
pmlic:r.»

11, To meintain the fiction that East Germeny is & demo-
eratic miti-party state, the Commmists have permitted the
existence of purged bourgeols political partdies, the Christian
Demccratic Union (CDU) and the Iiberal Demoeratic Party. The
Commmists use manbers of these povers to disseminate both
covert and overt propagands to West Cermeny. In 1948 the Com-
mnists created two new parties, the Demcoratic Peasante Party
end the Fational Demoerstic Party, to enlist support emong ele-
ments of the populatien reluctant to join the SED or not desired

 within the SED. In 1949 a1l political parties were forced into

a Natiomal Fyont ooarbrolled by the SED,

12, Although passive acceptancs is general and there is

no evidence of organized opposition, the wast majority of the

-5«
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East German population are opposed to the present regime. The
regime has, however, gained some support in the last two years
due to the effects of Commmist education upon the youth, to
the slow but steady rise in the standard of living, and to
better concealment of Soviet controls end exploitation.

13. The regine has mde grest efforts to uin over the
youth(agogmupétozs);whocomieemrathanathixwiof
the population and who have had no adult experience under a
democratic government, This campaign has alveady had merked
success, bout one-half of the youth are members of Commmist
organdzations, |

14. Snbsbmrbial progress hos been made during the last
two years in merging Fast Cermany with the Soviet Orbit, East
Germeny 18 & member of the Comnell of Economle Mutusl Assistance
(cma), an organization establiched by the USSR to help eoordi-
nate thé economies of the commist States of Eastern Europe.
East Germany has trade agreemonts, oultural acoords, and
treaties of friendship with the USSR and with most of the Satel-
lites, and 1t has a trade agreement with Commmist Ohina. Hou-
ever, the status of the GIR differs in several respects from that
of the other major Satellites: (a) the USSR has not concliunded
a mrtual assistonce pact with the GIR or permitted it to oonclude
one with any of the other Satellites; (b) the USSR has not created

-6 -
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Eagt German armed forces conparabie in size to the armed forces
of the other Satellites; and (¢) the USSR has not made the GDR
a forml membor of the Cominform,

PROBABIE DEVELOPMENTS IN 1952

15. Further consolidation of Commmist power will prob-
sbly be the prinsipal political develoment within East Germany
in 1952, The SED will probably become a emeller but more re-
1iable and effective party as former Socialists and unreliable
or suspect Commmists are replaced by members of the Free
Germen Youth, The amount of active support which the regime
recoeives from the youth will probably increase,

6. The privileges accompenying membership in the nu~
merous maes organizations controlled by the SED will probably
be increased in order to encourage their growth, and it wvill
probebly becons increasingly difffoult for East Germans to
avold participating in these organizations without incurring
serious political and economic pemalties. The bourgeois partdes
will probably be permitted to contime their subservient
existence and the Fatlonal Fromt will remsin,

17. A mmber of issuss and forces remein which will through-
out 1952 constitute irritations for the Eremlin in East Germany

- 7 -
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but which will not jeopardize Soviet authority. Three of these
-~ the desire for a unified Germony, the traditiomal Germen at-
titude toward the Russians end other Slavs, and a strong sense
of identification with the West — derive from German history.
Four -~ the loss of the territories beyond thae Oder-Neisse, the
imposition of the Soviet gystem, reparations ani genmeral Soviet
exploitation bf the area, and the attraction of a free and more
proaperous Vest Gezmxw-- are direct products of the recent
changes, However, all parts of East German political, ecomomic,
and soclal life are now so completsly controlled by Commmists
subservient to the Kremlin that open opposition to the rogime
would probebly not develop in 1952 even if the Soviet ocou-
pation and security farces were withdrawn,

18, There is little likelihood that the Kremlin will con-
¢lude a treaty of paaee with East Gem until it has decided
that it camnot prevent the integration of West Germany with the
West and prevent the rearmament of West Germany, We do not be-
lieve the Kremlin will reach this conclusion in 1952, Even if
the Kremlin _shou]d @clude a peace treaty with Fast Germany,
it is probeble that the Soviet ocoupation forces would remain
on "request" of the GIR.
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IIT. PROBABLE ECONOMIC DEVELOFMENTS

Five Year Flan _
19. The Pive Year Plan for 19511955, anncunced originally

in July 1950 and revissd in November 1951, reveals quite clearly
thet the organization of the Bast German economy is modelled on
the Soviet pattern and that the principal Sovist econcmlo cb-
jectives for East Germany for the next few years ares

a, To expand East Germen industry, particularly those
hoavy industries equipped to contribute directly or indirectly
to armament production or cspabls of early conversion to arme~
mont production, The average anmmal gross inmvestment in industry
unler the Flan is scheduled to exceed the 1936 investment in
industry in this area by approximebely 45 percent, and inius-
trial production is scheduled to increase S0 percent over the
1950 level by 1955. Emphasis has been placed upon ths machine
construstion and metallurgical industries and upon those enter-
prieces mamfacturing heavy equipment.

b. To absorb the East Gernen economy inmto that of
theSoviet Orbitandtoensu:gm:d.mmEast Gorman contribution
to Orbit economic and military strength, The four-yesr trads
agreement signed on 27 September 1951 by the USSR and the GIR
proevides for extensive Soviet exports of greain, coke, iron ore,
and pig iren ‘to East Germany and for constantly increasing East

-0
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German aprrte to the USSR of machinery, olesiro-engineering
equipment, precision instrumente, and liquid fuels, Partie-
ular emphasis has been placed on machine tcol constructicn,
which is scheduled to rise by 1955 to 347 percent of the 1950
output.
Probeble Developments in 1952

20. The Plan for 1952 schedules an incresse in industrial
production of approximately 18 percent over the 1951 level,
It is probable that the overall increase in production will
not exceed 10 percent, However, the level of attainment in
the key industries and the key factories, particularly those
manufacturing military équipmant, my more ¢losely approximte
the target percentage, Stockpiling will continue ard Fast
Germany will becoms an inereasingly importawt advanced supply
ares, Tho mmber of plants ownsd and opsrated by the state
‘will probably increase in 1952, All industrial facilities,
wdth the possible exception of some small plants, will probably
be state-ouned end operated by 1955,

21, There is no evidence that the regime plans to in-
creass the collectivization of agrioulture in 1952, Present
_controls are adequate and collectivization would surely stimn-
late opposition and might, at least initially, result in reduced

production,

Approved For Release 2000/08/29 : CIA-RE¥ICR3R01012A001500030018-2



Approved For Releagg,2000/08/29 : CIA-RDP79R01012A001@030018-2
' SECRET

22, Uncompensated deliveries to the USSR will almost .
carteinly contime through 1952 at epproximately the level
mintained since 1946, though they will probably be concealed
more skﬂlfuny.y The SAG's could be "sold" to the East
German Govermment, with little lose to Soviet control or ex-
ploitation and with great propeganda benefit, but there is
no evidence that this transfer will be made.

IV, FROBABIE SCIENTIFIC DEVELOPMENTS

23, Esst Cermany inherited an important portion of
Germany's sclentific traditien and resources. Although war
destruction, emigration, dismentling, the deterioration of
laboratory facilities, and Soviet regimsntation have hampered
‘golantific development, the number of scientiste in East
Germany now apgro:d.mfely equals ths pre-wir figure and the
6 universitisa, 13 technical schools, and numerous research
depertments and institutes renoin important centers for scien-
tifle research and sducation,

1/ PFor discussion of the Current Economic Situation in East
Germany, Fast Germen Economic Contributions to Soviet
Strength, and ldmitations on East German Economic Capa-
bilities, see Tabs A, B, and C,

] «
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. 2. Scientific research in East Germany sines 195 has
besn primarily in the applied fields, as distinct from basie
or pure research, and has concentrated upon the development
of substitute materials and the improvement of processes in
hea.vy_ Industry, Research upon the most important military
items, such as the V-2 rocket, was transferred to the USSR in
1947 and 1948, The scientific research upon military ftems
now being conducted in Fast Germany is under direct Soviet
control, while the plemning and direction of all other re-
search are the responsibllity of the GDR. |

25. Sovlet policy encourages scilentifie research in
East Germany, particularly by ample allotment of funds for
research and by the preferential treatment given scientists,
Many sclentists have been returned to East Germany from the
USSR sinee 1949, The program to Iure scientists from West
Germeny has had 11ttle success, but the ocontacts between the
sclentiste of Bast and of West Germany do constitute politieal
and scientific bemefits for the USSR. Although scilemtifile
research In East Germany complements Soviet research in certailn
Pields, such as eieotrozﬁcs and bacteriology, the principal
benefit to the USSR from East German sciemse 1s not access to
a supsrior body of kmowledge but additional selentific manpower
and research facilities, o

-12-
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26, Solentific resoarch in Bast Germany will probably
contime along the 1ines establiched sinee 1949. It is prob-
able that in 1952 slightly increased emphasis will be placed
upon basic research and that increasing effort will be de-
voted to research in the £lelds of electronies and nuclear
energy. Although a rapid expension of enrollmewt in the
eaueatiomal institutions is plarnmed, the currenmt decline of
standards in higher education in East Germeny will probably
m114fy the probabls increase in numbers of trained research
vorkers,

V. PROBABLE MILITARY DEVELOFMENTS

Eagt Gormen Armed Farees
a, Ground Forces
7. The Alert Police, organized in 1948 to provide
' the cadres for a Sovist Zome Amy of about 300,000 nen, has
an estimated strength of 52,000 men, orgenized imto 24 Alert
Units, several specialist organizations, and schools, These
urlts have not expanied aince Noverber 1950, when they reached
their present strength, They ars now hampered by iradequate
equipment, ingufficient training, end low morale, and their

. _ SECRET
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present capabilities are very limited. It is estimated that
the present umits could be enlarged to about 100,000, formed
into 8 amell ddvisions, and prepered for combat in six months,
Af they were integrated into Soviet corps. However, & major
expansion of these units in 1952 is considered unlikely be-
cause 1t would stimilate the Western integration and rearma~
nmﬂ'. progran and alarm the adjacomt Satellites,

b. Alr Foree

28, An East German Alr Police Headquarters was estab-
lished in Jamuary 1951, but evidence awallable thus rar 5.nd:l.-
cates that its funotioms have boen limited to registering
Luftwaffe veterans and politically reliable young men and to
draving plaons for an air force. Some German pilots and crews
are probably being trained now in the USSR, but the Kremlin
cmx_lﬁpwobablynm; integrate a German air unit into the Soviet
Afr Forco or form a skilled and reliable East Germon alr force
before 1953, |

e, Nawal Force

29. The capabilities of the Bast German paval force are
currently limited, and the personnel is not eonsidered com-
pletely reliable, Soviet control is being improved through
‘the elimination of all vhose loyalty is suspect and through
intensive political indoctrination courses. The East German

-1l -
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paval unite probably have been conducting joint coastal
defense and mineswesping operations with the Soviet mawvel
forces, and in 1952 they could probebly confuct limited
anti-submarine, mineswoeping, and patrol operations,

Soviet Occupation Foreos

30, Control of East Germany hkas pushed the frontiers
of the Soviet Orbit deep imto the flat ooas‘bal plains of
north-central Europs, East Germawy provides the USSR an
advanced base for siriking wsstward or for parrying en at-
taek upon the Orbdbit, spece for a forward air defenss system,
and naval bases, Soviet control of the aresa constitutes a
poised threat to all of Western Burops and ths Scandinavian
Peninsula,

31, The bulk of the Soviet forces in the Satellite area
1s concentrated in Fast Germany and constitutes the apearhead
of Soviet militery strength, Soviet ground forces stationsd
in East Gormany mumber 304,000 men, organized imto 22 divisionms,
vhich form 4 mechanized and 2 rifle grmies, Thore has been no
significant changs in the composition or quallty of these
forces within the past tw;a years, and there is no gvidonce that
any change will ocour within the period of this estimats,

-15 -
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32, Approximately 1,100 Soviet-mamned alrceraft are con-
centrated in East Germeny. The mvameﬂb in the fall of 1951
of Soviet jJet fighters from six East German air bases tempo-
rarily reduced Soviet air capabilities, bub apperently most
of these aireraft have now been replaced., The quality of the
Soviet air foree stationed in East Germeny bas improved
greatly during 1951: Jjet fighters have now replsced conven-
tional ones, jet light bazbers are appearing, and long-range
bombers have 'been sighted on East Germman airfislds. Of the
Soviet-manned alreraft now stationsd in East Cermany, approxi-
mtely 400 are jet fighters, 150 1ight bombers, 270 attasck |
bonbers, 90 transports, and 40 reconnalssance planas.y

33. The extensive Soviet program of air field improve-
ment and conmstruction in the Satellite area has concentrated
most heavily upon East Germany, where 12 eirfields can now
support sustained, and 13 limited, operations by medium
benbers, Six or 7 additiomal air fields will probebly attain
Shis stendard by the end of 1952, The East Germen network is
the best equipped in Eastern E\n'ope and provides the most

1/ These figures are particularly fragile, but a new A-2
exardination of the size of the Soviet air units stationed

in East Germany is now being completed,

- 16 -
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extensive and up-to-date facilities for night-flying and all-
weather operations, Moreover, within the past six months,
there has beeh a considerable inecrease in POL gtorage faell-
itien and great improvement in the service and repair faecil-
ities,

=17 -
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AB Ag nt Sit

34. East Germany Constitutes approximately one-third
of 1945 Germany in total area, population, arable lani, and
industrial capacity, When the Eremlin stopped the removal
of capital equipment in 1948, Esst German industrial capacity
was less than 50 percent that of 1936, Since 1948, the USSR
has been attempting to restore the East German economy and
40 onlarge the East German industrial base. Although recovery
has been steady, the Kremlin's program has been handicapped
in its efforts by East German dependence on the West for some
ray materials and industrial equipment, by the comtinuing
effects of the Soviet removal .of oapital equipment, by the
Joss of East German access to Silealan and West German coal
fields, and by wcompensated deliveries to the USSR,

35, Industrial production in 1950 is estimated to have
been 85 percent of the 1936 level and in 1951 to have equalled
the 1936 level.y Considerable progress has been made touard

1/ East German offiedal statistics assert that industrial
output in 1950 excesded the 1936 lewel by 6 percent,
The 1951 Plan scheduled an 12 percent increase in in-
dustrial cutput over 1950, moking plammed 1951 pro-
duction 126 percent that of 1936,

SECRET
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greater economic independence from the West. In 1950, 80 per-
cent of the foreign trade of East Germany was with thq Soviet
Orbit, and this pereentage will almost certainly increase.
However, the standard of living .1n 1951 vas only two-thirde
of the 1936 level, in spite of slight but steady improvement
since 1949.

36, ' Progress toward nationalization of industry, a goal
of the East German regime, has bsen made easy by the tra~
ditional role played by the German state in the economy,

Heavy industry, transportation, and foreign trade are already
under complete pgovermmsnt c@ml. According to official East
German figures, 68 percent of industrial production in 1950
came from state-owned and Soviet-owned installations, with
the percentage much higher for certain imdividual industries,
such as synthetic fusl, This figure was scheduled to mount to
'7'7% in 1951, Private industry and commerce now exist only
under close regulation by the govermment, which controls in-
vestment and credit, allocates raw materials and labor te
individual plants, and controls all subeontrasting. FPrivate
enterprise is also gsubject to diseriminatory taxes.

37. The govermment controls agriculture by allocation
of seed and fertilizer, the Machine Lending Statioms, the

-19 -
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Farmers? Mutual Ald Society (Commmmnist-controlled farm coop-
erative), and discriminatory corp delivery quotes. There bhas,

for all practical purposes, been no collectivization of agri-
culture.

- 20 -
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38, East Germany is an important medium for obtaining
from the West, espeelally from West Gerneny, materdials and
equipment which are important to the Orbit war potential and
vhich the USSR and the othsr Satellites find aiffieult to ob-
ta2in directly. We esﬁimte that at least one-half of the

~ total imports from West Germany are clandestine, and that a
large portion, perhaps as much as one-half, of the total
imports from West Germany are shipped divectly to the USSR,
The remaining materdals and equipment are obtained for East
Cerman iﬁdnstriea, primerily those which deliver products to
the USSR; and for the industries of the other Satellites.

9. Soviet-ounsd industrisl enterprises (546's)Y mamu-

facture about 22 percent of the total imdustrial production.

When the USSR realized in 1946 that dismantling of East

v  German factories was producing a cumulative detrimental
effest upon production for reparations by other factories,
it traneferred soms plants desigrated for dismantling to
Soviet owmership but left them in Bast Germany to be
operated vith German labor and raw mterials. A few of
these plants have since been "sold"™ to the GDR.

SECRET
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They have almost a monopoly in the basic chemical industries
and control about one-third of East German dbrown coal pro-
duction, two-thirds of the potash production, ome-half of
the metallurgical capacity, and one-half of cemsnt capaeity.
SAG plants comtrol about 31 perceat of the electric powesr
genarating ecapacity and produce about 45 percemt of the
élocbrie powver, The East German regime has no control over
the SAG plante, which obtéin preferential treatment in the
procurement of workers and which receive materlals on a pri-
ority bacgis at prices fixed below production costs, Most
SAG production iz delivered to the USSR or exported on Soviet

aceount,

40, Eaost Germany recsives no compsnsation for mmst of
its deliveriss of goods and services to the USSR, Ve esti-
‘mate that thess uncompensated deliverdes to the USSR averaged
a tel& $2,000,000,000 (in current dollars) anmually
from 1946 through 1950. In 1950 uncompensated indugtrial
deliveries amounted to an estimated 17 pervent of net indus-
trial production in East Germany, and in 1951 to an estimted
13 percent of the inereased East German net indusirdal pro-
duction,
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41. The most important goods prévided the USSR by East

Germany are: _ |

a, Uranium ores and concentrates., East Germany is

' estimted to have supplied in 1950 approximately 45 percemt

of the Soviet Orbits uranium ores and concentrates. This per-
centage may have declined slightly in 1951, but East Germany
remains the largest single source of flssionable material
availsble to the USSR, |

b. Engineeringv equ:ipmont. Eagt Germany exports
to the USSR approximately 50 percent of the total anmual pro-
duction of its engineering industries. Some items, which
involve the use of highly skilled labor in thelr manufactm,
constitute a particularly important comtribution to Soviet
industrial and military expansion, notably equipment for
electrical installations and railrocads, mining, metallurgical,
and motalworking machinery, industrial ingtrumsnts, and ma-
ochine tools, The size of the East Germn engineering industry -
is illustrated by the fact that its 700 major plants employ
about 700,000 workers and comprise about 25 perceat of the
value of Bast German industrial production,

¢, Synthetic rubber., East Germany exports to the
USSR about 50 percent of its synbhgtic rubber production, or
an amount equal to approximately 10 percent of Soviet production,

-a—
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East Germany is the only Satellite which produces a significant
amount of aynthetic rubber, and it makes most of the chendeals
used in synthetic rubber production, Its exports to Poland
and Czechoslovakia comstitute an additiomal contribution to
the Orbit's military potential.

d. Synthetic fuel, East Germany fwurnishes to the
USSR about one-~third of its synthetic fuel production, or an |
amount equal to about 25 percent of Soviet synthetic fuel pro-
duetion, The synthetic fusl industry of East Germany is the
largast and most highly developed in the world and now pro-’
duses almost 60 percent more than estimated domestic require-
ments, It is estimted thg‘b tha current East German POL stock-
pile probably amounts to 50 percent more than the current com-
binsd annual needs of the domestic economy and the Soviet
occupation forees,

e, Armaments, MthelastthreeyearsEastGér—
mnvMsbgeanmmfactmuofmallms, weapons
components, and munitions, and it may recently have begun to
mmfacture heavy armaments equipment, such as T-34 and Stalin
tanks, Aithougch available evidence does not provide data adoQ
quate for estimating the current level of arms production in

| Easteemw,mmmmiathemgestmmfor
armaments mamifacture among the Satellites. '
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TAB C; Iimitetions on East Germap

o bilitie

42, The following deficiencies constitute the most

Important limiting factors on the Scnr:i.ei‘.~ program for ex-
panding Fast German Industrial preduction:

| a. The planned expansion of industry exceeds the
supply of avallable skilled labor and management and egti-
mated ability to train skilled workers, techricians, and
managers. The manpower problem ia particularly serious be-
cauge young technicians and ekilled workers are a amall but
importent percentage of the estimated ammual 250,000 de-
fections to the West. | .' |

b, East G;rmm- lacks adequate supﬁlies of many
of the raw materdials necessary for a modern industrialized
economy, High-grade iren ore, coka, copper, lead, zine,
nickel, chromitm, molybdemm, tungsten, caustics, sulphur,
and pyrites are extremely limited in supply. Most of these
raw materdals are in short supply ttmougmut the Orbit.

c. Defieiencies in capital equipment also hamper
the program. Machine tools, stesl-making machinery, and
electrical generating equipment are the prinedpal vulner—
sbilities, and 1t has been 31ffieult, if not impossible, to

-25 -
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obtain thege items from the West, even through clandestine
trade, Moat of the eritical equipment needed in East Ger-
‘meny 1s in short supply throughout the Orbit, but the in-
crease of damestie production as the Five Year Flan pro-
greeses should reduce the eritical mature of this shortage.
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